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FeperaLt Trape Commission v. RaLtapamM Co. 
(51 S. Ct. 587) 


United States Supreme Court 
May 265, 19381 






Unram Competirion—Feperat Trape Commission Act—Limrration. 

The Federal Trade Commission is granted authority by the act 

to take action only under these conditions: (1) When the methods 

complained of are unfair; (2) when they are methods of competition 

in commerce; and (3) when a proceeding to prevent their use would 

be in the interest of the public. When, therefore, no competition was 

shown to exist between the respondent and others, the Commission 
held without authority to issue order. 

Unram Competirion—Feprerat Trave Commission Act—Deceprive ApveEr- 

TISING. 

Where respondent advertised an obesity cure that was shown to 
act injuriously on many users and to deceive the public, but no actual 
competition in commerce was proven, the decree of the lower court 

reversing an order of the Federal Trade Commission was affirmed. 





On writ of certiorari to the United States Circuit Court of 
Appeals, Sixth Circuit. An order of the Federal Trade Commis- 
sion directing defendant to cease and desist from certain trade 
practices reversed by the Circuit Court of Appeals and the Com- 
mission brings certiorari. Decree of lower court affirmed. 


The Attorney General and John Lord O’Brien, Assistant At- 
torney General, both of Washington, D. C., for petitioner. 
L. W. McCandless, of Detroit, Mich., for respondent. 


Mr. Justice SurHERLAND delivered the opinion of the court. 












Under Section 5 of the Federal Trade Commission Act, c. 311, 
88 Stat. 717, 719 (U.S. C., Title 15, § 45 [15 USCA § 45]), the 
relevant parts of which are copied in the margin,’ the Commission 


*That unfair methods of competition in commerce are hereby declared 
unlawful. 

The Commission is hereby empowered and directed to prevent persons, 
partnerships, or corporations, except banks, and common carriers subject 
to the acts to regulate commerce, from using unfair methods of competi- 
tion in commerce. 

Whenever the Commission shall have reason to believe that any such 
person, partnership, or corporation has been or is using any unfair method 
of competition in commerce, and if it shall appear to the Commission that 
a proceeding by it in respect thereof would be to the interest of the public, 
it shall issue and serve upon such person, partnership, or corporation a 
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issued its complaint charging the respondent with using unfair 
methods of competition in interstate commerce. 

Respondent manufactures a preparation for internal use, de- 
nominated an “obesity cure.” The complaint charges that this 
preparation is sold by respondent in and throughout the several 
states, generally to wholesalers who resell to retail dealers, and 
these, in turn, to consumers; that it is offered for sale and sold 
in competition with other persons who are engaged “in offering 
for sale, and selling, printed professional advice, books of infor- 
mation and instruction, and other methods and means and certain 
remedies and appliances for dissolving or otherwise removing ex- 
cess flesh of the human body”; that respondent advertises in news- 
papers, etc., circulated generally in the United States, and in 
printed labels, etc., that the preparation is the result of scientific 
research, knowledge, and accuracy, that it is safe and effective 
and may be used without discomfort, inconvenience, or danger of 
harmful results to health. Among the ingredients is “desiccated 
thyroid,’ which, it is alleged, cannot be prescribed to act with 
reasonable uniformity on the bodies of all users, or without impair- 
ing the health of a substantial portion of them, etc., or with safety, 
without previous consultation with, and continuing observation and 
advice of, a competent medical adviser. The complaint further 


avers that many persons are seeking obesity remedies, and respon- 


dent’s advertisements are calculated to mislead and deceive the 
purchasing public into the belief that the preparation is safe, 
effective, dependable, and without danger of harmful results. By 
way of conclusion, it is said that “the acts and practices of the 


complaint stating its charges in that respect, and containing a notice of 
a hearing upon a day and at a place therein fixed at least thirty days 
after the service of said complaint. The person, partnership, or corporation 
so complained of shall have the right to appear at the place and time 
so fixed and show cause why an order should not be entered by the Com- 
mission requiring such person, partnership, or corporation to cease and 
desist from the violation of the law so charged in said complaint. . 

If upon such hearing the Commission shall be of the opinion that the 
method of competition in question is prohibited by this act, it shall make 
a report in writing in which it shall state its findings as to the facts, and 
shall issue and cause to be served on such person, partnership, or cor- 
poration an order requiring such person, partnership, or corporation to 
cease and desist from using such method of competition. 
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respondent are all to the prejudice of the public and of competitors 
of respondent, . . . . and constitute unfair methods of competi- 
tion.” 

Respondent answered, and hearings were had before an Ex- 
aminer. The Commission found against respondent, and issued a 
cease and desist order. The findings in general follow the language 
of the complaint. There was no finding of prejudice or injury to 
any competitor, but the conclusion was drawn from the findings 
of fact that the practice of respondent was to the prejudice of 
the public and respondent's competitors, and constituted an unfair 
method of competition. 

The Court ot Appeals reviewed the action of the Commission 
upon respondent’s petition, and reversed the order. 42 F. (2d) 
430. We brought the case here by certiorari, limiting the briefs 
and argument to the question of the jurisdiction of the Commis- 
sion. 282 U. S. ., 51S. Ct. 86, 75 L. Ed. 


In substance, the Commission ordered the respondent to cease 


and desist from representing that its preparation is a scientific 
method for treating obesity, is the result of scientific research, or 
that the formula is a scientific formula; and from representing its 
preparation as a remedy for obesity, unless accompanied by the 
statement that it cannot be taken safely except under medical 
advice and direction. Findings, supported by evidence, warrant 
the conclusion that the preparation is one which cannot be used 
generally with safety to physical health except under medical 
direction and advice. If the necessity of protecting the public 
against dangerously misleading advertisements of a remedy sold 
in interstate commerce were all that is necessary to give the Com- 
mission jurisdiction, the order could not successfully be assailed. 
But this is not all. 

By the plain words of the act, the power of the Commission 
to take steps looking to the issue of an order to desist depends 
upon the existence of three distinct prerequisites: (1) That the 
methods complained of are unfair; (2) that they are methods of 
competition in commerce; and (8) that a proceeding by the Com- 
mission to prevent the use of the methods appears to be in the 
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interest of the public. We assume the existence of the first and 
third of these requisites; and pass at once to the consideration of 
the second. 

Section 5 of the Trade Commission Act (15 U.S. C. A. § 45) 
is supplementary to the Sherman Anti-Trust Act (15 U. S. C. A. 
§§ 1-7, 15) and the Clayton Act (88 Stat. 730). Federal Trade 
Comm. v. Beech Nut Co., 257 U. S. 441, 453, 42 S. Ct. 150, 66 
L. Ed. 307, 19 A. L. R. 882 [12 T.-M. Rep. 39]. The latter was 
discussed and passed at the same session of Congress. The Sher- 
man Act deals with contracts, agreements, and combinations which 
tend to the prejudice of the public by the undue restriction of 
competition or the undue obstruction of the due course of trade, 
United States v. American Tobacco Co., 221 U. S. 106, 179, 31 
S. Ct. 682, 55 L. Ed. 6638; and which tend to “restrict the common 
liberty to engage therein,’ United States v. Patten, 226 U. S. 
525, 541, 88 S. Ct. 141, 145, 57 L. Ed. 888, 44 L. R. A. (N. S.) 
825. 

The Clayton Act, so far as it deals with the subject, was 
intended to reach in their incipiency agreements embraced within 
the sphere of the Sherman Act. Standard Co. v. Magrane-Houston 
Co., 258 U. S. 846, 355-857, 42 S. Ct. 360, 66 L. Ed. 658 [9 T.-M. 
Rep. 469]. The object of the Trade Commission Act was to stop 
in their incipiency those methods of competition which fall within 
the meaning of the word “unfair.” ‘The great purpose of both 
statutes was to advance the public interest by securing fair oppor- 
tunity for the play of the contending forces ordinarily engendered 
by an honest desire for gain.” Federal Trade Comm. v. Sinclair 
Co., 261 U. S. 468, 476, 48 S. Ct. 450, 454, 67 L. Ed. 746. All 
three statutes seek to protect the public from abuses arising in the 
course of competitive interstate and foreign trade. In a case aris- 
ing under the Trade Commission Act, the fundamental questions 
are whether the methods complained of are “unfair,” and whether, 
as in cases under the Sherman Act, they tend to the substantial 
injury of the public by restricting competition in interstate trade 


and “the common liberty to engage therein.” The paramount aim 
of the act is the protection of the public from the evils likely to 
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result from the destruction of competition or the restriction of it 
in a substantial degree, and this presupposes the existence of some 
substantial competition to be affected, since the public is not con- 
cerned in the maintenance of competition which itself is without 
real substance. Compare International Shoe Co. v. Commission, 
280 U. S. 291, 297-299, 50 S. Ct. 89, 74 L. Ed. 481. 

The bill which was the foundation of the act, as it first passed 
the Senate, declared “unfair competition” to be unlawful. Debate 
apparently convinced the sponsors of the legislation that these 
words, which had a well-settled meaning at common law, were too 
narrow. When the bill came from conference between the two 
Houses, these words had been eliminated and the words “unfair 
methods of competition” substituted. Undoubtedly the substituted 
phrase has a broader meaning, but how much broader has not been 
determined. It belongs to that class of phrases which does not 
admit of precise definition, but the meaning and application of 
which must be arrived at by what this court elsewhere has called 
“the gradual process of judicial inclusion and exclusion.” David- 
son v. New Orleans, 96 U.S. 97, 104, 24 L. Ed. 616. The question 
is one for the final determination of the courts and not of the Com- 
mission. Federal Trade Comm. v. Gratz, 253 U. S. 421, 427, 40 
S. Ct. 572, 64 L. Ed. 993 [9 T.-M. Rep. 409]; Federal Trade 
Comm. v. Beech Nut Co., supra, page 458 of 257 U. S., 42 S. Ct. 
150. 

The authority of the Commission to proceed, if that body 
believes that there has been or is being used any unfair method of 
competition in commerce, was then qualified in conference by the 
further requirement, not in the original bill—‘‘and if it shall appear 
to the Commission that a proceeding by it in respect thereof would 
be to the interest of the public.” By these additional words, pro- 
tection to the public interest is made of paramount importance, 
but, nevertheless, they are not substantive words of jurisdiction, 
but complementary words of limitation upon the jurisdiction con- 
ferred by the language immediately preceding. Thus the Com- 
mission is called upon first to determine, as a necessary prerequisite 
to the issue of a complaint, whether there is reason to believe that 
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a given person, partnership, or corporation has been or is using 
any unfair method of competition in commerce; and, that being 
determined in the affirmative, the Commission still may not pro- 
ceed, unless it further appear that a proceeding would be to the 
interest of the public, and that such interest is specific and sub- 
stantial. Federal Trade Comm. v. Klesner, 280 U. S. 19, 28, 50 
S. Ct. 1, 74 L. Ed. 188, 68 A. L. R. 888 [19 T.-M. Rep. 483]. 
Unfair trade methods are not per se unfair methods of competition. 
It is obvious that the word “competition” imports the existence 
of present or potential competitors, and the unfair methods must 
be such as injuriously affect or tend thus to affect the business of 
these competitors—that is to say, the trader whose methods are 
assailed as unfair must have present or potential rivals in trade 
whose business will be, or is likely to be, lessened or otherwise 
injured. It is that condition of affairs which the Commission is 
given power to correct, and it is against that condition of affairs, 
and not some other, that the Commission is authorized to protect 
the public. Official powers cannot be extended beyond the terms 
and necessary implications of the grant. If broader powers be 
desirable, they must be conferred by Congress. They cannot be 
merely assumed by administrative officers; nor can they be created 
by the courts in the proper exercise of their judicial functions. 
The foregoing view of the powers of the Commission under 
the act finds confirmation, if that be needed, in the committee re- 
ports and the statements of those in charge of the legislation, as 
well as in the debate which took place in the Senate, extending 
over weeks of time and covering hundreds of pages in the Con- 
gressional Record. In that debate the necessity of curbing those 
whose unfair methods threatened to drive their competitors out of 
business was constantly emphasized. It was urged that the best 
way to stop monopoly at the threshhold was to prevent unfair com- 
petition; that the unfair competition sought to be reached was that 
which must ultimately result in the extinction of rivals and the 
establishment of monopoly; that by the words “unfair methods” 
was meant those resorted to for the purpose of destroying com- 
petition or of eliminating a competitor or of introducing monopoly 
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—such as tend unfairly to destroy or injure the business of a 
competitor; that the law was necessary to protect small business 
against giant competitors; that it was an effort to make competi- 
tion stronger in its fight against monopoly; that unfair competi- 
tion was that practice which destroys competition and establishes 
monopoly. These and similar statements run through the debate 
from beginning to end. Although protection to the public interest 
was recognized as the ultimate aim, comparatively little was said 
about it. 

It is true, at least generally, that statements made in debate 
cannot be used as aids to the construction of a statute. But the 
fact that throughout the consideration of this legislation there was 
common agreement in the debate as to the great purpose of the 
act may properly be considered in determining what that purpose 
was and what were the evils sought to be remedied. In Ho Ah 
Kow v. Nunan, Fed. Cas. No. 6,546, 5 Sawy. 552, it appeared that 
the board of supervisors of San Francisco had adopted an ordinance 
which provided that every male person imprisoned in the county 
jail, etc., should immediately upon his arrival at the jail have the 
hair of his head “cut or clipped to an uniform length of one inch 
from the scalp thereof.’’ The ordinance was attacked as being 
hostile and discriminating legislation against the Chinese, and, in 
order to demonstrate this, in spite of the general terms of the 
ordinance, statements of supervisors made in debate were put in 
evidence. Mr. Justice Field, speaking for himself and Judge 
Sawyer, said (Fed. Cas. No. 6,546, 5 Sawy. page 560): 

The statements of supervisors in debate on the passage of the ordi- 
nance cannot, it is true, be resorted to for the purpose of explaining the 


meaning of the terms used; but they can be resorted to for the purpose 
of ascertaining the general object of the legislation proposed, and the 


mischiefs sought to be remedied. 

While it is impossible from the terms of the act itself, and in 
the light of the foregoing circumstances leading up to its passage, 
reasonably to conclude that Congress intended to vest the Commis- 
sion with the general power to prevent all sorts of unfair trade 
practices in commerce apart from their actual or potential effect 
upon the trade of competitors, it is not necessary that the facts 
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point to any particular trader or traders. It is enough that there 
be present or potential substantial competition, which is shown 
by proof, or appears by necessary inference, to have been injured, 
or to be clearly threatened with injury, to a substantial extent, 
by the use of the unfair methods complained of. 

In Fed. Trade Comm. v. Winstead Co., 258 U. S. 488, 42 S. 
Ct. 384, 66 L. Ed. 729 [11 T.-M. Rep. 277], it appeared that a 
manufacturer engaged in selling underwear and other knit goods 


o> 66 


made partly of wool labeled them as “natural merino,” “natural 
wool,” “Australian wool,” etc. It was shown that a substantial 
part of the consuming public and some buyers and retailers under- 
stood the words used in the labels to mean that the underwear was 
all wool. Part of the public was thereby misled into selling or 
into buying, as all wool, underwear which was in large part cotton. 
The labels were false and calculated to deceive, and did in fact 
deceive, a substantial portion of the purchasing public. This court, 
after saying that the facts show that a proceeding to stop the 
practice was in the interest of the public, added (page 493 of 258 
U. S., 42 S. Ct. 884, 385): 


And they show also that the practice constitutes an unfair method 
of competition as against manufacturers of all wool knit underwear and 
as against those manufacturers of mixed wool and cotton underwear who 
brand their product truthfully. For when misbranded goods attract cus- 
tomers by means of the fraud which they perpetrate, trade is diverted 
from the producer of truthfully marked goods. That these honest manu- 
facturers might protect their trade by also resorting to deceptive labels 
is no defense to this proceeding brought against the Winstead Company 
in the public interest. 


And again, at page 494 of 258 U. S., 42 S. Ct. 384, 386, after 
reaffirming the existence of the public interest, the court said: 


. . . Since the business of its trade rivals who marked their goods 
truthfully was necessarily affected by that practice, the Commission was 
justified in its conclusion that the practice constituted an unfair method 
of competition. 

The court below thought that the trade to be protected “was 
that legitimate trade which was entitled to hold its own in the 
trade field without embarrassment from unfair competition.’’ There 
is much force in this conception of the act, and the language just 
quoted from the Winstead case seems inferentially to lend it sup- 
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port. Certainly, it is hard to see why Congress would set itself 
to the task of devising means and creating administrative machinery 
for the purpose of preserving the business of one knave from the 
unfair competition of another. In the present case, however, we 
do not find it necessary further to consider the merits of this view 
or to determine whether the facts are such as to bring the case 
within it. 

Findings of the Commission justify the conclusion that the 
advertisements naturally would tend to increase the business of 
respondent; but there is neither finding nor evidence from which 
the conclusion legitimately can be drawn that these advertisements 
substantially injured, or tended thus to injure, the business of any 
competitor or of competitors generally, whether legitimate or not. 
None of the supposed competitors appeared or was called upon 
to show what, if any, effect the misleading advertisements had, or 
were likely to have, upon his business. The only evidence as to 
the existence of competitors comes from medical sources not en- 
gaged in making or selling “obesity cures,’ and consists in the main 
of a list of supposed producers and sellers of “anti-fat remedies” 
compiled from the files and records of the Bureau of Investigation 
of the American Medical Association, a list which appears to have 
been gathered mainly from newspapers and advertisements. The 
only specific evidence was that of a witness who said that he had 
purchased in drug stores in Chicago five different anti-fat treat- 
ments and could have purchased a sixth. How long they had been 
in stock, what was their nature, whether they were intended to be 
used internally, or in what way they competed or could compete 
with respondent’s preparation, does not appear. Of course, medical 
practitioners, by some of whom the danger of using the remedy 
without competent advice was exposed, are not in competition with 
respondent. They follow a profession and not a trade, and are 
not engaged in the business of making or vending remedies but in 
prescribing them. It is impossible to say whether, as a result of 
respondent’s advertisements, any business was diverted, or was 
likely to be diverted, from others engaged in like trade, or whether 
competitors, identified or unidentified, were injured in their busi- 
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ness, or were likely to be injured, or, indeed, whether any other 
anti-obesity remedies were sold or offered for sale in competition, 
or were of such a character as naturally to come into any real 
competition, with respondent’s preparation in the interstate mar- 
ket. All this was left without proof, and remains, at best, a mat- 
ter of conjecture. Something more substantial than that is re- 
quired as a basis for the exercise of the authority of the Com- 
mission. 

Whether the respondent, in what it was doing, was subjecting 
itself to administrative or other proceeding under the statute relat- 
ing to the misbranding of foods and drugs we need not now inquire, 
for the administration of that statute is not committed to the Fed- 
eral Trade Commission. 

A proceeding under Section 5 is not one instituted before the 
Commission by one party against another. It is instituted by the 
Commission itself, and is authorized whenever the Commission has 
reason to believe that unfair methods of competition in commerce 
are being used, and that a proceeding by it in respect thereof would 
be to the interest of the public. Acting upon its belief, the Com- 
mission issues charges and enters upon an inquiry which, of course, 
it has jurisdiction to make. But one of the facts necessary to sup- 
port jurisdiction to make the final order to cease and desist is the 
existence of competition; and the Commission cannot, by assuming 
the existence of competition, if in fact there be none, give itself 
jurisdiction to make such an order. If, as a result of the inquiry, 
it turn out that the preliminary assumption of competition is 
without foundation, jurisdiction to make that order necessarily 
fails, and the proceeding must be dismissed by the Commission. 
Compare Federal Trade Comm. v. Klesner, supra, pages 29, 30 of 
280 U. S., 50 S. Ct. 1, 74 L. Ed. 188, 68 A. L. R. 888. That 
course should have been followed here. 

The decree of the court below is affirmed. 
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N. Fiuecetman & Co., Inc. v. Feperat Trape ComMIssion 
United States Circuit Court of Appeals, Second Circuit 


January 6, 1931 


Unrair CompeTiTion—Feprrat Trape Commission Act—Errecr or ReEGis- 
TRATION—“SATIN MAID” AND “SATINIZED.” 


The fact that the petitioner had registered the words “Satinmaid” 
and “Satinized” for use on a cotton fabric made in a satin weave 
gave it no unlimited sanction to such use when it would deceive. 

Unram Competirion—“SaTINMAID” AND “SaTINIzED’—DECEPTION OF THE 

PuBLIc. 


Held that an order of the Federal Trade Commission to cease 
and desist from putting out a cotton fabric made with a satin weave 
under the name “Satinmaid” and “Satinized” should be modified so 
as to permit the use of such words with the notation that cotton was 
used in its manufacture, inasmuch as the words when thus used would 


not be deceptive. 

In equity. Petition to review an order of the Federal Trade 
Commission to cease and desist from selling goods under the names 
“Satinmaid” and “Satinized.” Order modified and affirmed. 


Henry Fluegelman, of New York City (David Klein, of New 
York City, of counsel), for petitioner. 

Robert E. Healy, chief counsel, Federal Trade Commission, 
and James M. Brinson, special attorney, both of Wash- 
ington, D. C., for respondent. 

Covington, Burling and Rublee, of Washington, D. C., and 
Hays, Hershfield, Kaufman and Schwabacher, of New 
York City (J. Harry Covington, of Washington, D. C., 
and Wolfgang S. Schwabacher, of New York City, of 
counsel), for Rayon Institute of America, Inc. 


Before Manton, Aveustus N. Hann, and Cuase, Circuit 
Judges. 


Manton, C. J.: The order to cease and desist directs that 
“the respondent . . . . cease and desist, directly or indirectly, 
from using the word ‘Satinmaid, or any word or words, or com- 
bination of words, embracing the word ‘satin’ as a trade-name for, 


or to describe or designate a cotton fabric offered for sale or sold 
in interstate commerce.” 
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The petitioner’s business is that of converting cotton fabrics, 
silk and cotton fabrics, rayon fabrics, combinations of cotton and 
artificial silk fabrics, and selling them to wholesale and retail 
dealers in the several states of the United States. The product 
complained of here is a cotton fabric made in a satin weave, and 
has been advertised under the trade-name of ‘“Satinmaid’’ and 
“Satinized,” and has also been referred to on the labels and tags 
as a “satinized” fabric. The petitioner has a trade-mark of the 
name “Satinmaid” and “Satinized.” In such advertising, since De- 
cember 7, 1925, the petitioner has used the word “Satinmaid,”’ and 
in almost equally large type or letters has added ‘“‘A cotton fabric.”’ 
The same has been true in the use of the word “Satinized.”’ 

Prior to the addition of the words “a cotton fabric,’ in each 
instance, the Federal Trade Commission, after complaint made, 
entered into a stipulation on December 7, 1925, with the petitioner, 
in part, as follows: 


It is further stipulated and agreed that hereafter when respondent 
(referring to N. Fluegelman & Co.) shall use said trade-name “Satinmaid” 
in advertising, labeling or describing a fabric composed entirely of cotton 
or not containing a substantial amount of silk, it will, in every case, use 
in immediate conjunction with said trade-name apt words clearly showing 
that such fabric is all cotton or contains no silk or the truth as to its 
silk content. 


Prior to this stipulation, the Commission found that the product 
“when sold and delivered by respondent has had so-called board 
ends affixed to the cards or boards around which the fabric was 
wound, containing said trade-name, accompanied by the words ‘A 
Satinized Fabric,’ in one or more places, which also have appeared 
on paste tickets, hanging tags, salesmen’s color cards, and other 
descriptive matter used in connection with the sale and distribution 
of said fabric.” 

It found that, after December 7, 1925, the petitioner in its 
advertisements and descriptive matter used in connection with the 
sale and distribution of this fabric the words “A Cotton Fabric” 
either below or above the word “Satinmaid” and “Satinized,”’ but 
in letters considerably smaller, except in the so-called color cards 
used by traveling salesmen to exhibit the various colors in which 
petitioner offers its fabric for sale. On these color cards the 
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words “A Cotton Fabric” appear in letters larger but less con- 
spicuous than the trade-name “Satinmaid’” or “Satinized.” The 
Commission found that the word “satin” described a fabric com- 
posed wholly of silk, woven in a peculiar manner so as to impart 
a high luster to the surface of the fabric; that the word “Satin- 
maid,’ composed of two words, “satin” and maid,’ had the same 
phonetic significance as if it were used with the word “made,” and 
has a capacity and tendency to mislead and deceive buyers into the 
belief that this cotton fabric consisted wholly or in part of silk, 
and thus induced purchasers to the same belief. Moreover, it found 
that in its selling the petitioner had paste tickets, hanging tags, 
board ends, and color cards bearing the name “Satinmaid,’ and 
thus misled the buyers into the belief that the fabrics consisted in 
whole or in part of silk. 

There are many definitions in the different recognized dic- 
tionaries of the word “satin,” but all substantially holding it to 
be a silk fabric made of a thick close texture and overshot woof hav- 
ing a glossy surface. Much expert testimony has been adduced as 
to the meaning of the word ‘satin,’ but substantially agreeing 
that it is used in one of two senses to describe any satin woven 
cloth. But if the word “satin” is not alone used and there be a 
qualifying phrase which is descriptive of the material, there can 
be no deception of the public. The fact that the petitioner has 
trade-marked the word “Satinmaid”’ and “Satinized” gave it no 
unlimited sanction to use it when it would deceive. Brougham, 
et al. v. Blanton Mfg. Co., 249 U. S. 495, 39 S. Ct. 368, 68 L. Ed. 
725 [9 T.-M. Rep. 234]; Federal Trade Comm. v. Kay, 35 F. (2d) 
160 (decided September 18, 1929, 7th C. C. A.) [19 T.-M. Rep. 
400). 

The test of the unfair method of competition was not whether 
a trade-mark may have been registered, but whether the method 
of using it falls within the prohibition of the Federal Trade Com- 
mission Act (15 U.S. C. A. §§ 41-51), which forbids unfair method 
of competition in commerce and declares it to be unlawful. Any 
misleading trade-marks and labels used in merchandising a product 
which misleads the purchasing public is forbidden. Fed. Trade 










































































588 TWENTY-ONE TRADE-MARK REPORTER 







Comm. v. Winsted Hosiery Co., 258 U. S. 488, 42 S. Ct. 384, 66 
L. Ed. 729 [11 T.-M. Rep. 277]. But the evidence concededly 
shows that “satin,” among other things, means the weave of the 
cloth, and therefore may be used with or without additional quali- 
fying words to describe fabrics or cloths woven in the satin weave. 
Satin may also be used with qualifying words indicating the yarn 
in which the fabric described is woven, and such would not be 
misleading. Thus used, if the word “satin” makes reference to 
the weave as well as the yarn, and the petitioner makes known 
that the yarn of which the fabric is woven is not silk—yarn usually 
employed in manufacturing satin—there can be no deception of 
or misleading of the public. Where cotton yarn is used, reference 
should be clearly made that it is used. In December, 1925, the 
parties recognized this by their stipulation, and agreed upon a 
policy of sale, with a reference to the cotton fabric, as safe to the 
purchasing public. Silk manufacturers, who have a great interest 
to prevent the sale of materials as silk made when they are not, 
define satin as including a weave and a silk-faced fabric. The 
petitioner has a satin weave, and there can be no deception by 
the use of the word “Satinmaid” or “Satinized” if it is sufficiently 
made known that all of the material used is not silk. Thus the 
petitioner would describe its “Satinmaid” and ‘“Satinized’”’ as a 
cotton fabric with a satin weave, which, if thus truly made and 
truthfully displayed and offered to the purchasing public, will not 
be deceptive. An order which would forbid such merchandising 
prohibits that which is lawful, and the order to cease and desist 
entered upon such a basis cannot stand. Fed. Trade Comm. v. 
Curtis Pub. Co., 260 U. S. 568, 48 S. Ct. 210, 67 L. Ed. 408 [18 
T.-M. Rep. 25]; Heuser v. Fed. Trade Comm. (C. C. A.) 4 F. 
(2d) 682. This court has the power, under the statute (U. S. 
Code, title 15, § 45 [15 U. S. C. A. § 45]), to conform the order 
to the complaint and findings. Fed. Trade Comm. v. Balme (C. 
C. A.) 28 F. (2d) 315. 

Accordingly, the order to cease and desist will be modified so 
as to require the petitioner to cease and desist, directly or indirectly, 
from using the words “Satinmaid” or “Satinized’” or any word 
































ARNOLD STONE CO. V. FEDERAL TRADE COMM. 589 


or words or combination of words embracing the word “satin’’ as 
a trade-name for or to describe or designate a cotton fabric offered 
for sale or sold in interstate commerce, unless there be added, in 
letters equally conspicuous and on the same side of the label, 
advertising matter, wrapper, stationery, or board ends on which 
the words “Satinmaid,”’ or “Satinized’”’ appear, the words “a cotton 
fabric,” “a cotton satin,” “no silk,” or equivalent modifying terms. 
As thus modified, the order is confirmed. 


ARNOLD Stone CompaNy v. FeperRAL TrapE ComMISssION 
United States Circuit Court of Appeals, Fifth Circuit 
May 25, 1931 


Unramr Competirion—Feperat Trappe Commission Act—“Krorex” Cast 

Stone—“Pink Marsie”—Non-Deceprive MEANING. 

Appellant had for many years manufactured and sold an artificial 
building material, composed of crushed natural stone and Portland 
cement, under the designation “Kro-tex stone,’ “Kro-tex” cast stone 
and “Pink Marble.” Held that, inasmuch as petitioners’ principal 
product was known as cast stone by architects, contractors and other 
persons engaged in building, as well as by several departments of the 
government, and no evidence of deception was found, the petition to 
remand the order of the Federal Trade Commission should be granted. 

Unram Competirion—Feperat Trapve Commission Act—Score or CommMIs- 
sion’s Power. 

The Federal Trade Commission is authorized to act only in the 
public interest and to justify it in filing a complaint, the public 
interest must be specific and substantial. The remote possibility of 
private injury is not enough, therefore, to authorize the Commission 
to issue a “cease and desist” order. 


In equity. Petition to remand order of the Federal Trade 
Commission to cease and desist from certain alleged acts of unfair 
competition. Petition granted and cause remanded. 


F. C. Hillyer, for petitioner. 
Robt. E. Healy, for Federal Trade Commission. 
Martin A. Morrison and Robert H. Winn, for respondent. 


Bryan, C. J.: This is a petition to set aside an order of the 
Federal Trade Commission. The Arnold Stone Company, peti- 
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tioner, is and for a number of years has been engaged in the busi- 
ness of manufacturing building materials composed of about 75 
percent crushed natural stone, such as granite or marble, and about 
25 percent Portland cement. These materials are cast in molds 
or forms, and after the mixture hardens it is subjected to various 
surface treatments by hand or machinery. They are not kept in 
stock, but are made to order according to specifications for use in 
the construction of buildings. 

The principal product so manufactured is designated by peti- 
tioner in its advertisements, bids and contracts as “cast stone” 
or “cut cast stone.” Other products it designates by the terms 
“Kro-tex stone,” “Kro-tex cast stone,” and “pink marble.” The 
Commission filed its complaint against petitioner alleging that the 
terms it employed to describe its various products were misleading 
and deceptive, and that the practice of using each of them consti- 
tuted an unfair method of competition within the intent and mean- 
ing of Section 5 of the Act of September 26, 1914. 15 U.S.C. A., 
Section 45. 

It was shown by undisputed evidence that petitioner’s principal 
product was called and known as “cast stone” or “cut cast stone”’ 
by architects, contractors, builders, building-material men, chemical 
engineers, scientists, by several branches of the government, includ- 
ing the Treasury Department, Bureau of Standards, and by manu- 
facturers of similar products throughout the country. And the 
Commission in its findings of fact said that there was no evidence 
of actual deception; that petitioner’s products were usually pur- 
chased by architects, contractors and builders, who testified they 
were not deceived, and that “possibility of deception in such in- 
stances is remote”; but that the use of the word “stone” or “mar- 
ble” in describing petitioner’s products “has the capacity and 


tendency to mislead, deceive or confuse the purchasing public, and 
particularly such secondary purchasers of completed buildings, or 
lessees of completed buildings or parts thereof, in which buildings 
respondent’s products have been used.” 

The Commission also found that “Kro-tex” was a meaningless 
word taken from the two words “concrete” and “texture.” Upon 
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those findings of fact the Commission ordered petitioner to cease 
and desist from use of the words theretofore used by it to designate 
its manufactured products unless and until it qualified those words 
by prefixing the additional word “imitation,” “artificial,” or some 
other word equally explanatory. 

There was no testimony which tended to show that the words 
“pink marble” or “Kro-tex stone” deceived anybody. Certainly, 
according to all the testimony and the Commission’s finding of fact, 
none of the words employed by petitioner to describe any of its 
manufactured products or materials had the effect of misleading 
or deceiving architects, contractors or builders who were the only 
classes of persons to whom petitioner sold or offered to sell any 
of such products or materials. 

It was made equally clear by undisputed evidence that peti- 
tioner’s competitors used the words “cast stone” and “cut cast 
stone” to describe similar products and materials manufactured 
and sold by them. The sum and substance of all the evidence was 
that the words “cast stone” were understood by petitioner’s pros- 
pective customers and by its competitors to mean just such a 
product as petitioner manufactured and sold. None of them under- 
stood that by the use of those words it was intended to describe 
stone in its natural state. In the building trade, in which it is 
exclusively used, cast stone has come to mean a genuine manufac- 
tured article composed of crushed natural stone and cement; and 
to qualify it by the word “imitation” or “artificial,” as required 
by the Commission’s order, would convey the meaning that it was 
not a genuine manufactured article. 

But to sustain the Commission’s order reliance is had on its 
finding that a purchaser or lessee of a completed building, in the 
construction of which petitioner's products had been used, might 
be misled or deceived. That finding or inference is not supported 
by any testimony, and at best is founded upon a very remote possi- 
bility, for the occurrence of which it is difficult to conceive that 
petitioner would be responsible. The Commission is authorized 
to act only in the public interest, and to justify it in filing a com- 
plaint that public interest must be specific and substantial. Fed- 
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eral Trade Commission v. Klesner, 280 U. S. 19, 28 [19 T.-M. 
Rep. 483]. The remote possibility or fanciful theory of private 
injury is not enough to authorize the Commission to issue an order 
to cease and desist from a business practice which cannot reason- 
ably be said to constitute an unfair method of competition. 

The petition for review is granted, and the cause remanded 
for further proceedings not inconsistent with this opinion. 


Korass, INc., ET AL. Vv. Kotex Co. 
(50 F. (2d) 810) 


United States Circuit Court of Appeals, Third Circuit 
June 25, 1931 


Trape-Marks—I NFRINGEMENT—“Korex”—Use on ReEwatep Propucts. 
Where, after appellee had adopted and spent large sums in popu- 
larizing a catamenial bandage under the trade-mark “Kotex,” appel- 
lant began to put out under the same name a tablet for relieving 


menstrual pains, held that appellant was guilty of unfair competition. 
Unram CompetTirion—WHEN ExisTenr. 


Unfair competition may exist, not alone in the sale of goods of 
the same character, but in the unfair appropriation and use of the 
trade-name of another with the intent thereby to profit in the sale 
of goods either of a related character or that suggest the origin of 
the name appropriated. 

In equity. Action for trade-mark infringement and unfair 
competition. From a decision of the United States District Court, 
District of New Jersey, awarding injunction, defendant appeals. 


Affirmed. 


David Stoffer and Arthur T. Vanderbilt, both of Newark, 
N. J., for appellants. 

Cyril A. Soans, of Chicago, Ill., and Harold D. Beatty, James 
A. Dilkes, and Cola G. Parker, all of New York City, for 
appellee. 


Before Burrineton, Woo.tey, and Davis, Circuit Judges. 


Woottey, C. J.: The plaintiff’s registered trade-mark is 
“Kotex”; its trade-name “Kotex Company.” The defendants ap- 
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propriated the whole of the plaintiff's trade-mark and the out- 
standing word in its trade-name and used it, lawfully, they con- 
tend, in advertising and selling an altogether different product. 
The plaintiff, on its bill charging infringement of the trade-mark 
and unfair competition, had a decree by which the court found the 
trade-mark valid, ownership of the mark in the plaintiff and in- 
fringement by the defendants and enjoined the defendants from 
using the mark “Kotex” and the word “‘Kotabs’’—their trade-name 
—in marketing their wares. The defendants appealed. 

Admitting the plaintiff's right to use its trade-mark on prod- 
ucts within the class under which it was registered, the defendants 
raise as the sole question for review the extent of the plaintiff's 
rights with respect to its mark and thereby seek to restrict the 
question to the rule against registering similar trade-marks on 
merchandise of “the same descriptive properties” (33 Stat. 725, 
§ 5 [15 U. S. C. A. § 85]) and to the rigid law which for a time 
was the outgrowth of the rule. The true question, we find, involves 
more than that. It can easily be seen in a brief statement of the 
facts. 

In 1919 the Cellucotton Products Company, the plaintiff's 
predecessor, engaged in the business of manufacturing catamenial 
bandages—sanitary pads or napkins for use by women during 
menstruation—made of multiple layers of cellulose fiber treated 
with a suitable deodorant. The product was, and is, unpatented 
and depends for its commercial success ultimately on its own merit 
but primarily and essentially on its being made known to women 
in vast numbers. 

Just how that could be done was a serious question, for the 
ordinary fields of advertising such as leading newspapers and 
periodicals were, because of the nature of the subject, closed to 
advertising of this character. Nor, for the same reason, could 
advertising by other methods, such as counter and window display 
cards plainly stating the use of the product, be pursued. How then 
acquaint the public? Here indeed was a real problem. The plain- 
tiff’s predecessor—the first in the business in this country—solved 
it by seeking a trade-name for the product which in nowise sug- 
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gested its use. It hit upon the word “Kotex.” That is a coined 
word, arbitrary in the extreme and absolutely without meaning, 
except as later it identified the plaintiff's products. The original 
company and then the plaintiff company commissioned artists of 
high rank to design attractive advertisements which they did in 
various types, always incorporating somewhere the single word 
“Kotex,” without words disclosing the use of the product. For 
instance, one counter and window display card showed a trained 
nurse in her attractive uniform with a box marked Kotex under 
her arm—nothing more. Thus the plaintiff relied upon the curi- 
osity of women to inquire the use of the product so advertised. 

The plaintiff's predecessor registered the mark in 1920 and 
in that year spent $150,000 in advertising sanitary pads, belts 
and aprons with the mark, and developed a business of $300,000 
in 1921. The plaintiff, succeeding the Cellucotton Products Com- 
pany, was convinced that for the business to be successful the 
word “Kotex” must be nationalized and embarked on an advertising 
campaign, in which, in ten years, it expended $15,000,000—now, 
$2,500,000 a year—and developed a business of $10,000,000 annu- 
ally. The trade-mark, meaningless except as the commercial signature 
of the plaintiff, stands for its good-will and has acquired great value, 
to retain which, however, the plaintiff has had to fight constant 
infringements by such words as Protex, Rotex, Zeltex, Puritex, 
Swantex, Cottontex, Femotex, Baytex, Sani-tex, Santex, all of which 
it has in one way or another successfully combated, until the defend- 
ants came along and, unlike the others, did not attempt evasively to 
imitate the trade-mark, but bodily appropriated the trade-mark 
itself. They justify it on the ground that they use the mark on a 
product which is in a class entirely different from that under which 
the plaintiff's mark was registered. 

On the question of lawful use of one mark by two persons on 
products belonging to different classes and therefore not having 
“the same descriptive properties,” urged by the defendants to be 
dispositive of this case, we shall state certain settled principles of 
the law of trade-mark and unfair competition which controlled the 
decision of the questions in suit. First, no one can have an absolute 
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ownership in or an exclusive right to use a word or name as a 
trade-mark. Rosenberg Bros. §& Co. v. Elliott (C. C. A.) 7 F. 
(2d) 962 [15 T.-M. Rep. 479]; Beech-Nut Packing Co. v. P. Loril- 
lard Co. (C. C. A.) 7 F. (2d) 967, affirmed 273 U. S. 629, 47 S. 
Ct. 481, 71 L. Ed. 810 [17 T.-M. Rep. 159]. Property in a trade- 
mark—if such there be—or, more correctly, the right to use a 
trade-mark exists only when the mark is appurtenant to and used 
in connection with a business. Hanover Star Milling Co. v. Metcalf, 
240 U. S. 408, 413, 414, 36 S. Ct. 357, 60 L. Ed. 713 [6 T.-M. 
Rep. 149}. 

Recognizing this law, the Congress provided that a trade- 
mark lawfully owned and used by one shall not be registered to 
another for use on merchandise of “the same descriptive proper- 
ties” (15 U. S. C. A. § 85). In order effectively to carry out this 
provision the Commissioner of Patents, as directed by the act, has 
classified merchandise with respect to its properties and, with the 
qualification presently to be stated, will register the same trade- 
mark for use on merchandise of different descriptive properties. 
So it happens in some cases where trade-mark infringement is the 
only issue or is one of several issues, as in Rosenberg Bros. & Co. 
v. Elliott, supra, and Beech-Nut Packing Co. v. P. Lorillard Co., 
supra, the first, and, it may be, the only question is whether the 
alleged infringement is use of the mark on a product which falls 
within or outside the class under which the trade-mark is regis- 
tered; as in Beech-Nut Packing Co. v. P. Lorillard Co., supra, 
it was held that a trade-mark for foods was not infringed by using 
the same mark on tobacco; and as in Rosenberg Bros. §& Co. v. 
Elliott, supra, a suit for infringement of a trade-mark registered 
under the classification of men’s clothing, the court, finding in- 
fringement, held that men’s hats and caps though not literally, yet 
actually came within the classification. But sometimes, contrary 
to the defendants’ thought, there is more in a trade-mark infringe- 
ment case than class determination. Infringement may be found 
when goods, though different, are so related as to fall within the 
mischief which equity should prevent. This principle was applied 
in Aunt Jemima Mills Co. v. Rigney §& Co. (C. C. A.) 247 F. 407, 
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L. R. A. 1918C, 1089 [8 T.-M. Rep. 163]; and Eastman Kodak 
Co. v. Kodak Cycle Co., 15 Rep. Patent Cases 105; (and cases 
cited in the margin of Rosenberg Bros. § Co. v. Elliott, supra), 
where it was found, for instance, that flour and syrup though 
different are nevertheless food products and photographic cameras 
and bicycles, being still more different, would, if marketed under 
the same trade-mark—Aunt Jemima or Kodak—suggest a common 
origin, induce belief in the public mind that the infringer’s wares 
are those of the mark owner and enable the wrongful user to reap 
the benefit of the owner’s good-will greatly to his damage. 

Turning to the fact issue of trade-mark infringement, the 
plaintiff's mark, “Kotex,” is registered under the classification of 
dental, medical and surgical appliances. The defendants’ product 
is a medicine in the form of a tablet used for relieving menstrual 
pains and other pains, and is sold under the mark “Kotex’’ by a 
corporation named Kotabs, Inc., evidently a contraction of the two 
descriptive words of its product—Kotex-Tablets. 

The plaintiff's sanitary pad is concededly not a dental or 
surgical appliance. To be a medical appliance it is not necessary 
that it contain medicine. It may be, and we think it is, a medical 
appliance in the sense that adhesive tape is one when used on a 
sprained ankle, a belt used as an abdominal support, absorbent 
cotton used as a carrier of medicine for earache, toothache, sore 
throats and inflamed narial channels and the like. No one of these 
appliances has curative qualities, yet, like the pad, each has to do 
with a physical ailment. Ninety percent of the drug stores in the 
United States handle the plaintiff's product and 65 percent of the 
product is sold through drug stores or drug departments of depart- 
ment stores; the remainder is sold through stores dealing in 
women’s wares and hotel and station waiting rooms for women. 
The defendants’ product is undoubtedly a medicine, yet it is a 
medicine for the same physical ailment for which the plaintiff's 
product is used as an appliance. The two products are related 
to each other because related in different ways to the same subject. 
The defendants’ representation that their product besides being 
good for menstrual pains is good for other pains suffered by persons 
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of both sexes and of any age does not alter the fact that it is made 
and specifically advertised for use in the one ailment for which 
the plaintiff's appliances are used. The defendants’ advertisements 
and sale of their wares under the plaintiff’s restricted trade-mark 
would inevitably suggest to a woman who favorably knows the 
plaintiff’s bandages that the defendants’ medicine is of the plain- 
tiff’s make. A woman in this instance is not the “casual purchaser” 
of the cases; she is an exceptional purchaser in that she would, 
through modesty, hesitate to make inquiries of a drug clerk about 
the product and its origin. 

It is clear from the evidence that, in appropriating the plain- 
tiff’s trade-mark and playing upon its trade-name, the defendants 
intended to appropriate, and have in a measure appropriated, the 
plaintiff's good-will for which its trade-mark stands and on which 
its very existence depends. The defendants’ offer made at bar to 
withdraw the words “menstrual pain’ from their advertisements 
if they be allowed to continue the use of the mark does not remove 
the mischief of what still would be an unlawful use. 

The applicable law on the issue of unfair competition is 
briefly this: There was at one time a rule of law, on which the 
defendants stand and at which they stop, to the effect that there 
can be no unfair competition unless there is actual competition of 
some kind. Borden Ice Cream Co. v. Borden’s Condensed Milk Co. 
(C. C. A.) 201 F. 510 [3 T.-M. Rep. 80]. But the law since then 
has taken a step onward. Unfair competition may exist not alone 
in the sale of goods of the same character but in the unfair appro- 
priation and use of the trade-name of another with the intention, 
of course, thereby to profit in the sale of goods either of a related 
character or that suggest the origin of the name appropriated. 
Such an act is not an infringement of a trade-mark, as a trade- 
name, not a trade-mark, is there involved, but it is a trespass of 
the same nature as that committed by a man who applies another 
man’s name to his own goods. And it is a wrong which equity 
will enjoin even where the goods of the two men do not enter into 
competition. Willys-Overland Co. v. Akron-Overland Tire Co. 
(D. C.) 268 F. 151 [11 T.-M. Rep. 5], affirmed (C. C. A.) 273 F. 
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674; Vogue Co. v. Thompson-Hudson Co. (C. C. A.) 300 F. 509 
[15 T.-M. Rep.]; Wall v. Rolls-Royce Co. (C. C. A.) 4 F. (2d) 
838 [15 T.-M. Rep. 239]; Rosenberg Bros. §& Co. v. Elliott, supra. 

On the fact issue of unfair competition there is ample evidence 


to sustain a decree for the plaintiff. The defendants not only 
appropriated the plaintiff's trade-mark but appropriated its trade- 
name and used it in a way to denote common origin of the two 
products and thereby deceive the public. Kotex is the plaintiff's 
trade-name as well as its trade-mark. In coining the word “Kotabs” 
as the trade-name for their corporate actor, the personal defend- 
ants, with a world of real and imaginative words open to them, 
grasped the plaintiff's trade-name, split it up and, taking the catch 
syllable, built on it. Embossing on each of their tablets the letter 
K, the first letter of the plaintiff's trade-name, was, in connection 
with the advertisements, a further insinuation that the product was 
that of the plaintiff. All this was nothing short of fraud of the 
character required to sustain a finding of unfair competition. 
Rosenberg Bros. & Co. v. Elliott, supra. 
The decree is in all respects affirmed. 


Kawneer Co. v. McHvuau, ET AL. 
(51 F. (2d) 560) 


United States District Court, Middle District of Pennsylvania 


August 15, 1931 


Unrairn CoMPEeTITION—SIMILARITY IN APPEARANCE OF Goops—DIFFERENTIAT- 

ING FEATURES. 

In an action for alleged unfair competition in passing off defend- 
ants’ show window for plaintiffs’, it was held that, notwithstanding 
certain similarities in the respective goods, there was no unfair com- 
petition, inasmuch as defendants’ product was sold at a higher price, 
was distinguished by the words “Kingston Store Front System” and 
no deception or misunderstanding of purchasers was shown. 


In equity. Action for patent infringement and unfair com- 


petition. 


Parkinson § Lane, of Chicago, Ill., and §. A. Davis and 
T. L. Hoban, both of Scranton, Pa., for plaintiff. 
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Rudolph J. Magagna and Albert W. Johnson, Jr., both of 
Wilkes-Barre, Pa., and George P. Kimmel, of Washing- 
ton, D. C., for defendants. 


Watson, D. J.: This is a suit in equity. The plaintiff charges 
against the defendants infringement of patent No. 1,157,900 to 
Plym of October 26, 1915, and unfair competition. 

The defendants deny the validity of the patent, deny that 
they are guilty of infringement, and deny all charges of unfair 
competition.» . . . 

The only remaining branch of the case to be disposed of is 
that of unfair competition. The record shows that plaintiff's manu- 
facture of sash rails and other parts of store fronts were received 
with great favor by the trade, and established a high reputation. 

Plaintiff charges principally that defendants have copied 
plaintiff’s products in essential and non-essential details; that they 
sold them at a materially reduced price; that they palmed off their 
products as and for those of plaintiff; that defendants’ copies so 
closely resembled the plaintiff's in design and appearance and non- 
functional details as to cause the public to constantly mistake the 
defendants’ for plaintiff's, and purchased defendants’, believing 
they had obtained plaintiff's; and that defendants copied plaintiff's 
catalogues and other literature, which showed plaintiff's product 
and other data. 

The sash rail is a minor part of the whole structure, which 
includes many other unpatented features. The plaintiff seeks relief 
for alleged unfair competition on account of the store front con- 
struction taken as a whole. In Detroit Showcase Co. v. Kawneer 
Mfg. Co., 250 F. 284 [7 T.-M. Rep. 297], the Circuit Court of 
Appeals, Sixth Circuit, because of lack of jurisdiction in that case 
as to the many other unpatented features, considered only the 
sash rail construction of patent No. 852,450 independently, and 
not as a part of a complete window front construction, and found 
an absence of unfair competition. 


* Note.—That portion of the decision which relates to patent infringe- 
ment is here omitted.—Ep. 
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There was much testimony taken in connection with the charge 
of unfair competition. I have considered carefully all of the evi- 
dence. There is in defendants’ product a similarity in form, dimen- 
sions, and general appearance, which I feel was the result of effort 
to comply with the physical requirements essential to commercial 
success and not designed to misrepresent the origin of such articles. 
It is to be observed that it is reasonable to expect closer attention 


on the part of a purchaser to store front constructions than to 
padlocks. Nowhere in the catalogue or other literature of the 
defendants is there disclosed anything intended or calculated to 
deceive or create confusion in the minds of the purchasing public 
as to the origin or ownership of the store front construction. On 
the contrary, distinguishing words, such as “Kingston Store Front 
System,” are so used as to prevent the deception or misunderstand- 
ing. It does not appear from the evidence that there was any case 
where a person desiring to purchase the plaintiff’s store front con- 
struction was misled by the appearance of the defendants’ store 
front construction, so that he believed the defendants’ was that of 
plaintiff's. There is no evidence that the defendants sold their 
product at a material reduction in price, nor at any reduction in 
price, but there is evidence that defendants sold their product at 
a price higher than plaintiff sold its product. The evidence shows 
that the defendants’ name plate was placed upon the Robinson 
store by the owner of the store and not by the defendants, or with 
the knowledge or consent of the defendants. I find as a fact that 
the defendants never deceived anyone that purchased their store 
front construction, and that everyone who has purchased defend- 
ants’ store front construction has known that he was purchasing 
defendants’ product. “ ‘Unfair competition is not established by 
proof of similarity in form, dimension, or general appearance alone. 
When such similarity consists in constructions common to, or char- 
acteristic of, the articles in question, and especially when it appears 
to result from an effort to comply with the physical requirements 
essential to commercial success, and not to be designed to mis- 
represent the origin of such articles, the doctrine of unfair competi- 
tion cannot be successfully invoked to abridge the freedom of trade 
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competition.’ ” J. A. Scriven Co. v. Morris (C. C.) 154 F. 914, 
918 (quoting and adopting the definition in Marvel Co. v. Pearl, 
183 F. 160, 162, 66 C. C. A. 226, 227). The test of unfair com- 
petition is whether the maker or seller of the goods is, by his con- 
duct, passing off his goods as the complainant’s goods, and not 
whether the public is likely to be deceived as to who is the maker 
or seller of the goods. Borden Ice Cream Co. v. Borden’s Con- 
densed Milk Co. (C. C. A.) 201 F. 510 [8 T.-M. Rep. 80]. “The 
essence of the wrong in unfair competition is that the defendants 
are palming off their goods as the merchandise of another. If the 
defendants so conduct their business as not to palm off their goods 
as those of the plaintiff, the suit falls. Charles Broadway Rouss, 
Inc. v. Winchester Co. (C. C. A.) 800 F. 706 [14 T.-M. Rep. 159]; 
Auto Light Co. v. Prest-O-Lite Co. (C. C. A.) 264 F. 810 [2 T.-M. 
Rep. 11].” Turner §& Seymour Mfg. Co. v. A. & J. Mfg. Co. 
(C. C. A.) 20 F. (2d) 298, 301 [17 T.-M. Rep. 311]. “The car- 
dinal rule is that nothing else than conduct tending to pass off one 
man’s merchandise or business as that of another, will constitute 
unfair competition. Rathbone v. Champion Steel Range Co., 189 
F. 26, 110 C. C. A. 596, 87 L. R. A. (N. S.) 258 [1 T.-M. Rep. 
259]; American Washboard Co. v. Saginaw Mfg. Co., 103 F. 281, 
48 C. C. A. 283, 50 L. R. A. 609; Hanover Milling Co. v. Metcalf, 
240 U. S. 403, 36 S. Ct. 357, 60 L. Ed. 713 [6 T.-M. Rep. 149]; 
Hendler Creamery Co. v. Chapin-Sacks Mfg. Co., 254 F. 5538, 166 
C. C. A. 111 [9 T.-M. Rep. 128]. Autoline Oil Co. v. Indian 
Refining Co. (D. C.) 3 F. (2d) 457, 464 [15 T.-M. Rep. 191]. 

In a case like this, where a plaintiff stands upon ground out- 
side the scope of his patent, and seeks relief for unfair competi- 
tion in trade, he prevails, if he prevails at all, under the general 
doctrine of equity. “And where an injunction is sought which 
would operate as restraint in the mercantile field, it is a principle 
of equity, based upon considerations of caution, that to justify an 
injunction the case must be unmistakably clear and beyond ques- 
tion.” Marshall Field §& Co. v. George S. Kelley Co. (C. C. A.) 
238 F. 265, 266 [6 T.-M. Rep. 404]. 
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I do not think that plaintiff's case meets these requirements 
of equity, and a case of unfair competition is not made. 

So much of the bill as relates to unfair competition is dis- 
missed. A decree will be entered in favor of the plaintiff for such 
profits and damages as plaintiff is entitled to for the infringement, 
and reference will be made to a master to take an accounting as to 
the damages and profits, and a permanent injunction will issue 
restraining the defendant from infringing the patent. 


DeEcIsIONS OF THE COMMISSIONER OF PATENTS 
Part of Corporate Name 


Kinnan, F. A. C.: Held that applicant is not entitled to regis- 
ter, as a trade-mark for brushes for cleaning automobiles, the term 
consisting of the notation “Gy-Ro” appearing across a background 
of a somewhat fanciful representation of the face of a brush with 
a scroll therebeneath having descriptive lettering thereon, in view 
of the incorporation of the Gyro Club of Cleveland. 

In his decision, after referring to the provision of Section 5, 
that no mark shall be registered consisting of the name adopted 
by a club incorporated prior to the date of adoption and use by 
the applicant and pointing out that, according to the articles of 
incorporation, the name of the club is The Gyro Club and stating 
that the word “club” can be ignored as is the notation “Co.” or 
“Inc.,” the First Assistant Commissioner said: 


In view of the foregoing it is held the applicant should not be per- 
mitted registration of a mark in which the word “Gyro” constitutes the 
predominant distinguishing feature, in view of the fact that the Gyro 
Club has previously adopted and publicly used the name which, in effect, 
comprises merely the word “Gyro.” The fact that the applicant places a 
hyphen in the word is not deemed material. 


1 The International ASsociation of Gyro Clubs and Gyro Club of Cleve- 
land v. Gyro Brush Company, 156 M. D. 725, August 11, 1931. 








